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§600.1 Authority and purpose.

(a) Authority. This part is issued by
the Commission pursuant to the provi-
sions of the Fair Credit Reporting Act.
Pub. L. 91-508, approved October 26,
1970. 84 Stat. 1127-36 (15 U.S.C. 1681 et
seq).

(b) Purpose. The purpose of this part
is to clarify and consolidate state-
ments of general policy or interpreta-
tions in a commentary in the appendix
to this part. The Commentary will
serve as guidance to consumer report-
ing agencies, their customers, and con-
sumer representatives. The Fair Credit
Reporting Act requires that the man-
ner in which consumer reporting agen-
cies provide information be fair and eq-
uitable to the consumer with regard to
the confidentiality, accuracy, and
proper use of such information. The
Commentary will enable interested
parties to resolve their questions more
easily, present a more comprehensive
treatment of interpretations and facili-
tate compliance with the Fair Credit
Reporting Act in accordance with Con-
gressional intent.

§600.2 Legal effect.

(a) The interpretations in the Com-
mentary are not trade regulation rules
or regulations, and, as provided in §1.73
of the Commission’s rules, they do not
have the force or effect of statutory
provisions.

(b) The regulations of the Commis-
sion relating to the administration of
the Fair Credit Reporting Act are
found in subpart H of 16 CFR part 1
(881.71-1.73).

APPENDIX TO PART 600—COMMENTARY
ON THE FAIR CREDIT REPORTING ACT

INTRODUCTION

1. Official status. This Commentary con-
tains interpretations of the Federal Trade
Commission (Commission) of the Fair Credit
Reporting Act (FCRA). It is a guideline in-
tended to clarify how the Commission will
construe the FCRA in light of Congressional
intent as reflected in the statute and its leg-
islative history. The Commentary does not
have the force or effect of regulations or
statutory provisions, and its contents may
be revised and updated as the Commission
considers necessary or appropriate.

2. Status of previous interpretations. The
Commentary primarily addresses issues dis-
cussed in the Commission’s earlier formal in-
terpretations of the FCRA (16 CFR 600.1-
600.8), which are hereby superseded, in the
staff’s manual entitled ‘‘Compliance With
the Fair Credit Reporting Act’” (the current
edition of which was published in May 1973,
and revised in January 1977 and March 1979),
and in informal staff opinion letters respond-
ing to public requests for interpretations,
and it also reflects the results of the Com-
mission’s FCRA enforcement program. It is
intended to synthesize the Commission’s
views and give clear advice on important
issues. The Commentary sets forth some in-
terpretations that differ from those pre-
viously expressed by the Commission or its
staff, and is intended to supersede all prior
formal Commission interpretations, informal
staff opinion letters, and the staff manual
cited above.

3. Statutory references. Reference to several
different provisions of the FCRA is fre-
quently required in order to make a com-
plete analysis of an issue. For various sec-
tions and subsections of the FCRA, the Com-
mentary discusses the most important and
common overlapping references under the
heading ‘‘Relation to other (sub)sections.”

4. Issuance of staff interpretations. The Com-
mission will revise and update the Com-
mentary as it deems necessary, based on the
staff’s experience in responding to public in-
quiries about, and enforcing, the FCRA. The
Commission welcomes input from interested
industry and consumer groups and other pub-
lic parties on the Commentary and on issues
discussed in it. Staff will continue to respond
to requests for informal staff interpreta-
tions. In proposing revisions of the Com-
mentary, staff will consider and, where ap-
propriate, recommend that the Commentary
incorporate issues raised in correspondence
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and other public contacts, as well as in con-
nection with the Commission’s enforcement
efforts. Therefore, a party may raise an issue
for inclusion in future editions of the Com-
mentary without making any formal submis-
sion or request to that effect. However, re-
quests for formal Commission interpreta-
tions of the FCRA may also still be made
pursuant to the procedures set forth in the
Commission’s Rules (16 CFR 1.73).

5. Commentary citations to FCRA. The Com-
mentary should be used in conjunction with
the text of the statute. In some cases, the
Commentary includes an abbreviated de-
scription of the statute, rather than the full
text, as a preamble to discussion of issues
pertaining to various sections and sub-
sections. These summary statements of the
law should not be used as a substitute for the
statutory text.

Section 601—Short Title

“This title may be cited as the Fair Credit
Reporting Act.”

The Fair Credit Reporting Act (FCRA) is
title VI of the Consumer Credit Protection
Act, which also includes other Federal stat-
utes relating to consumer credit, such as the
Truth in Lending Act (title 1), the Equal
Credit Opportunity Act (Title VII), and the
Fair Debt Collection Practices Act (title
VI,

Section 602—Findings and Purpose

Section 602 recites the Congressional find-
ings regarding the significant role of con-
sumer reporting agencies in the nation’s fi-
nancial system, and states that the basic
purpose of the FCRA is to require consumer
reporting agencies to adopt reasonable pro-
cedures for providing information to credit
grantors, insurers, employers and others in a
manner that is fair and equitable to the con-
sumer with regard to confidentiality, accu-
racy, and the proper use of such information.

Section 603—Definitions and Rules of
Construction

Section 603(a) states that ‘‘definitions and
rules of construction set forth in this section
are applicable for the purposes of this title.”

Section 603(b) defines person to mean ‘“‘any
individual, partnership, corporation, trust,
estate, cooperative, association, government
or governmental subdivision or agency or
other entity.”

1. Relation to Other Sections

Certain ‘“‘persons’” must comply with the
Act. The term consumer reporting agency is
defined in section 603(f) to include certain
“‘persons.’”” Section 619 subjects any ‘“‘person’’
who knowingly and willfully obtains infor-
mation from a consumer reporting agency on
a consumer under false pretenses to criminal
sanctions. Requirements relating to report
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users apply to ‘“‘persons.” Section 606 im-
poses disclosure obligations on ‘‘persons’’
who obtain investigative reports or cause
them to be prepared. Section 615(c) uses the
term person to denote those subject to disclo-
sure obligations under sections 615(a) and
615(b).

2. Examples

The term ‘‘person’ includes universities,
creditors, collection agencies, insurance
companies, private investigators, and em-
ployers.

Section 603(c) defines the term consumer to
mean ‘“‘an individual.”

1. Relation to Other Sections

The term ‘‘consumer” denotes an indi-
vidual entitled to the Act’s protections. Con-
sumer reports, as defined in section 603(d),
are reports about consumers. A ‘‘consumer”’
is entitled to obtain disclosures under sec-
tion 609 from consumer reporting agencies
and to take certain steps that require such
agencies to follow procedures in section 611,
concerning disputes about the completeness
or accuracy of items of information in the
consumer’s file. Disclosures required under
section 606 by one procuring an investigative
report must be made to the ‘‘consumer’ on
whom the report is sought. Notifications re-
quired by section 615 must be provided to
‘‘consumers.”” A ‘“‘consumer’”’ is the party en-
titled to sue for willful noncompliance (sec-
tion 616) or negligent noncompliance (section
617) with the Act’s requirements.

2. General

The definition includes only a natural per-
son. It does not include artificial entities
(e.g., partnerships, corporations, trusts, es-
tates, cooperatives, associations) or entities
created by statute (e.g., governments, gov-
ernmental subdivisions or agencies).

Section 603(d) defines consumer report to
mean ‘‘any written, oral, or other commu-
nication of any information by a consumer
reporting agency bearing on a consumer’s
credit worthiness, credit standing, credit ca-
pacity, character, general reputation, per-
sonal characteristics, or mode of living
which is used or expected to be used or col-
lected in whole or in part for the purpose of
serving as a factor in establishing the con-
sumer’s eligibility for (1) credit or insurance
to be used primarily for personal, family, or
household purposes, or (2) employment pur-
poses, or (3) other purposes authorized under
Section 604’ (with three specific exclusions).

1. Relation to ‘““Consumer Reporting Agency”’

To be a ‘“‘consumer report,” the informa-
tion must be furnished by a ‘“‘consumer re-
porting agency’ as that term is defined in
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section 603(f). Conversely, the term ‘‘con-
sumer reporting agency’’ is restricted to per-
sons that regularly engage in assembling or
evaluating consumer credit information or
other information on consumers for the pur-
pose of furnishing ‘‘consumer reports” to
third parties. In other words, the terms
‘‘consumer reporting agency’ in section
603(f) and ‘‘consumer report’” in section 603
(d)) are mutually dependent and must there-
fore be construed together. For example, in-
formation is not a ‘“‘consumer report” if the
person furnishing the information is clearly
not a ‘“‘consumer reporting agency’ (e.g., if
the person furnishing the information does
not regularly furnish such information for
monetary fees or on a cooperative nonprofit
basis).

2. Relation to the Applicability of the Act

If a report is not a ‘‘consumer report,”
then the Act does not usually apply to it.!?
For example, because a commercial credit
report is not a report on a consumer, it is
not a ‘“‘consumer report’’. Therefore, the user
need not notify the subject of the name and
address of the credit bureau when taking ad-
verse action, and the provider need not omit
““‘obsolete’ information, as would be required
if the FCRA applied.

3. Report Concerning a ‘“‘Consumer’s”
Attributes and History

A. General. A ““‘consumer report” is a report
on a ‘‘consumer”’ to be used for certain pur-
poses involving that ‘‘consumer.”’

B. Artificial entities. Reports about corpora-
tions, associations, and other collective enti-
ties are not consumer reports, and the Act
does not apply to them.

C. Reports on businesses for business pur-
poses. Reports used to determine the eligi-
bility of a business, rather than a consumer,
for certain purposes, are not consumer re-
ports and the FCRA does not apply to them,
even if they contain information on individ-
uals, because Congress did not intend for the
FCRA to apply to reports used for commer-
cial purposes (see 116 Cong. Rec. 36572 (1970)
(Conf. Report on H.R. 15073)).

4. “(C)redit Worthiness, Credit Standing,
Credit Capacity, Character, General Rep-
utation, Personal Characteristics, or Mode
of Living * * *”

A. General. To be a ‘“‘consumer report,” the
information must bear on at least one of the
seven characteristics listed in this defini-
tion.

B. Credit guides. Credit guides are listings,
furnished by credit bureaus to credit

1However, a creditor denying a consumer’s
application based on a report from a ‘“third
party’ must give the disclosure required by
section 615(b).

16 CFR Ch. | (1-1-00 Edition)

grantors, that rate how well consumers pay
their bills. Such guides are a series of ‘“‘con-
sumer reports,’”’ because they contain infor-
mation which is used for the purpose of serv-
ing as a factor in establishing the con-
sumers’ eligibility for credit. However, if
they are coded (by identification such as so-
cial security number, driver’s license num-
ber, or bank account number) so that the
consumer’s identity is not disclosed, they
are not ‘‘consumer reports’” until decoded.
(See discussion of uncoded credit guides
under section 604(3)(A), item 8 infra.)

C. Motor vehicle reports. Motor vehicle re-
ports are distributed by state motor vehicle
departments, generally to insurance compa-
nies upon request, and usually reveal a con-
sumer’s entire driving record, including ar-
rests for driving offenses. Such reports are
consumer reports when they are sold by a
Department of Motor Vehicles for insurance
underwriting purposes and contain informa-
tion bearing on the consumer’s ‘“‘personal
characteristics,” such as arrest information.
The Act’s legislative history indicates Con-
gress intended the Act to cover mutually
beneficial exchanges of information between
commercial enterprises rather than between
governmental entities. Accordingly, these
reports are not consumer reports when pro-
vided to other governmental authorities in-
volved in licensing or law enforcement ac-
tivities. (See discussion titled ‘‘State De-
partments of Motor Vehicles,”” under section
603(f), item 10 infra.)

D. Consumer lists. A list of the names of
creditworthy individuals, or of individuals
on whom credit bureaus have derogatory in-
formation, is a series of ‘“‘consumer reports”’
because the information bears on credit wor-
thiness.

E. Public record information. A report solely
of public record information is not a ‘“‘con-
sumer report” unless that information is
provided by a consumer reporting agency, is
collected or used for the purposes identified
in section 603(d), and bears on at least one of
the seven characteristics listed in the defini-
tion. Public record information relating to
records of arrest, or the institution or dis-
position of civil or criminal proceedings,
bears on one or more of these characteris-
tics.

F. Name and address. A report limited sole-
ly to the consumer’s name and address alone,
with no connotations as to credit worthiness
or other characteristics, does not constitute
a ‘“‘consumer report,” if it does not bear on
any of the seven factors.

G. Rental characteristics. Reports about
rental characteristics (e.g., consumers’ evic-
tions, rental payment histories, treatment of
premises) are consumer reports, because
they relate to character, general reputation,
personal characteristics, or mode of living.
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5. “(U)sed or Expected to Be Used or Col-
lected in Whole or in Part for the Purpose
of Serving as a Factor in Establishing the
Consumer’s Eligibility * * *’

A. Law enforcement bulletins. Bulletins that
are limited to a series of descriptions, some-
times accompanied by photographs, of indi-
viduals who are being sought by law enforce-
ment authorities for alleged crimes are not a
series of ‘‘consumer reports’” because they
have not been collected for use in evaluating
consumers for credit, insurance, employment
or other consumer purposes, and it cannot
reasonably be anticipated they will be used
for such purposes.

B. Directories. Telephone directories and
city directories, to the extent they only pro-
vide information regarding name, address
and phone number, marital status, home
ownership, and number of children, are not
‘‘consumer reports,” because the informa-
tion is not used or expected to be used in
evaluating consumers for credit, insurance,
employment or other purposes and does not
reflect on credit standing, credit worthiness,
or any of the other factors. A list of names
of individuals with checking accounts is not
a series of consumer reports because the in-
formation does not bear on credit worthiness
or any of the other factors. A trade direc-
tory, such as a list of all insurance agents li-
censed to do business in a state, is not a se-
ries of consumer reports because it is com-
mercial information that would be used for
commercial purposes.

C. Use of prior consumer report in prepara-
tion. A report that would not otherwise be a
consumer report may be a consumer report,
notwithstanding the purpose for which it is
furnished, if it includes a prior consumer re-
port or information from consumer report
files, because it would contain some informa-
tion ‘‘collected in whole or in part’” for con-
sumer reporting purposes. For example, an
insurance claims report would be a consumer
report if a consumer report (or information
from a consumer report) were used to pre-
pare it. (See discussion, infra, in item 6-C
under this subsection.)

D. Use of reports for purposes not anticipated
by the reporting party. The question arises
whether a report that is not otherwise a con-
sumer report is subject to the FCRA because
the recipient subsequently uses the report
for a permissible purpose. If the reporting
party’s procedures are such that it neither
knows of nor should reasonably anticipate
such use, the report is not a consumer re-
port. If a reporting party has taken reason-
able steps to insure that the report is not
used for such a purpose, and if it neither
knows of, nor can reasonably anticipate such
use, the report should not be deemed a con-
sumer report by virtue of uses beyond the re-
porting party’s control. A reporting party
might establish that it does not reasonably
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anticipate such use of the report by requir-
ing the recipient to certify that the report
will not be used for one of the purposes listed
in section 604. (Such procedure may be com-
pared to the requirement in section 607(a),
discussed infra, that consumer reporting
agencies furnishing consumer reports require
that prospective users certify the purposes
for which the information is sought and cer-
tify that the information will be used for no
other purpose.) For example, a claims report-
ing service could use such a certification to
avoid having its insurance claims reports
deemed ‘“‘consumer reports” if the report re-
cipient/insurer were to use the report later
for “‘underwriting purposes’” under section
604(3)(C), such as terminating insurance cov-
erage or raising the premium.

6. ““(E)stablishing the Consumer’s Eligibility
for (1) Credit or Insurance to Be Used Pri-
marily for Personal, Family or Household
Purposes, or (2) Employment Purposes, or
(3) Other Purposes Authorized Under Sec-
tion 604’

A. Relation to section 604. Because section
603(d)(3) refers to ‘‘purposes authorized under
section 604"’ (often described as ‘‘permissible
purposes’” of consumer reports), some of
which overlap purposes enumerated in sec-
tion 603 (e.g., 603(d)(1) and 603(d)(2)), sections
603 and 604 must be construed together, to
determine what are ‘‘consumer reports’’ and
“permissible purposes’” under the two sec-
tions. See discussion infra, under section 604.

B. Commercial credit or insurance. A report
on a consumer for credit or insurance in con-
nection with a business operated by the con-
sumer is not a ‘‘consumer report,” and the
Act does not apply to it.

C. Insurance claims reports. (It is assumed
that information in prior consumer reports
is not used in claims reports. See discussion,
supra, in item 5-C under this subsection.) Re-
ports provided to insurers by claims inves-
tigation services solely to determine the va-
lidity of insurance claims are not consumer
reports, because section 604(3)(C) specifically
sets forth only underwriting (not claims) as
an insurance-related purpose, and section
603(d)(1) deals specifically with eligibility for
insurance and no other insurance-related
purposes. To construe section 604(3)(E) as in-
cluding reports furnished in connection with
insurance claims would be to disregard the
specific language of sections 604(3)(C) and
603(d)(1).

D. Scope of employment purpose. A report
that is used or is expected to be used or col-
lected in whole or in part in connection with
establishing an employee’s eligibility for
‘“‘promotion, reassignment or retention,” as
well as to evaluate a job applicant, is a con-
sumer report because sections 603(d)(2) and
604(3)(B) use the term ‘“‘employment pur-
poses,” which section 603(h) defines to in-
clude these situations.
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E. Bad check lists. A report indicating that
an individual has issued bad checks, provided
by printed list or otherwise, to a business for
use in determining whether to accept con-
sumers’ checks tendered in transactions pri-
marily for personal, family or household pur-
poses, is a consumer report. The information
furnished bears on consumers’ character,
general reputation and personal characteris-
tics, and it is used or expected to be used in
connection with business transactions in-
volving consumers.

F. Tenant screening reports. A report used to
determine whether to rent a residence to a
consumer is a consumer report, because it is
used for a business transaction that the con-
sumer wishes to enter into for personal, fam-
ily or household purposes.

7. Exclusions From the Definition of
““Consumer Report”’

A. “(Any) reports containing information
solely as to transactions or experiences between
the consumer and the person making the re-
port;”’—(1) Examples of Sources. The exemp-
tion applies to reports limited to trans-
actions or experiences between the consumer
and the entity making the report (e.g., retail
stores, hospitals, present or former employ-
ers, banks, mortgage servicing companies,
credit unions, or universities).

(2) Information beyond the reporting entity’s
own transactions or experiences with the con-
sumer.

The exemption does not apply to reports
by these entities of information beyond their
own transactions or experiences with the
consumer. An example is a creditor’s or an
insurance company’s report of the reasons it
cancelled credit or insurance, based on infor-
mation from an outside source.

(3) Opinions Concerning Transactions or
Experiences

The exemption applies to reports that are
not limited to the facts, but also include
opinions (e.g., use of the term “‘slow pay’’ to
describe a consumer’s transactions with a
creditor), as long as the facts underlying the
opinions involve only transactions or experi-
ences between the consumer and the report-
ing entity.

B. ““(A)ny authorization or approval of a spe-
cific extension of credit directly or indirectly by
the issuer of a credit card or similar device;”’—
(1) General. The exemption applies to a credit
or debit card issuer’s written, oral, or elec-
tronic communication of its decision wheth-
er or not to authorize a charge, in response
to a request from a merchant or other party
that the consumer has asked to honor the
card.

C. “(A)ny report in which a person who has
been requested by a third party to make a spe-
cific extension of credit directly or indirectly to
the consumer conveys his decision with respect
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to such request, if the third party advises the
consumer of the name and address of the person
to whom the request was made and such person
makes the disclosures to the consumer required
under section 615.”’—(1) General. The exemp-
tion covers retailers’ attempts to obtain
credit for their individual customers from an
outside source (such as a bank or a finance
company). The communication by the finan-
cial institution of its decision whether to ex-
tend credit is not a ‘‘consumer report” if the
retailer informs the customer of the name
and address of the financial institution to
which the application or contract is offered
and the financial institution makes the dis-
closures required by section 615 of the Act.
Such disclosures must be made only when
there is a denial of, or increase in the charge
for, credit or insurance. (See discussion of
section 615, item 10, infra.)

(2) Information included in the exemption.

The exemption is not limited to a simple
“‘yes’”” or ‘“‘no’’ response, but includes the in-
formation constituting the basis for the
credit denial, because it applies to ‘“‘any re-
port.”

(3) How third party creditors can insure that
the exemption applies.

Creditors, who are requested by dealers or
merchants to make such specific extensions
of credit, can assure that communication of
their decision to the dealer or merchant will
be exempt under this section from the term
‘‘consumer report,” by having written agree-
ments that require such parties to inform
the consumer of the creditor’s name and ad-
dress and by complying with any applicable
provisions of section 615.

Section 603(e) defines ‘‘investigative con-
sumer report’ as ‘‘a consumer report or por-
tion thereof in which information on a con-
sumer’s character, general reputation, per-
sonal characteristics, or mode of living is ob-
tained through personal interviews with
neighbors, friends, or associates of the con-
sumer reported on or with others with whom
he is acquainted or who may have knowledge
concerning any such items of information.
However, such information shall not include
specific factual information on a consumer’s
credit record obtained directly from a cred-
itor of the consumer or from a consumer re-
porting agency when such information was
obtained directly from a creditor of the con-
sumer or from the consumer.”’

1. Relation to Other Sections

The term investigative consumer report de-
notes a subset of ‘‘consumer report’” for
which the Act imposes additional require-
ments on recipients and consumer reporting
agencies. Persons procuring ‘‘investigative
consumer reports’” must make certain dis-
closures to the consumers who are the sub-
jects of the reports, as required by section
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606. Consumer reporting agencies must com-
ply with section 614, when furnishing “‘inves-
tigative consumer reports’” containing ad-
verse information that is not a matter of
public record. Consumer reporting agencies
making disclosure to consumers pursuant to
section 609 are not required to disclose
““sources of information acquired solely for
use in preparing an investigative consumer
report and actually used for no other pur-
pose.”

2. General

An ‘“‘investigative consumer report” is a
type of ‘“‘consumer report’” that contains in-
formation that is both related to a con-
sumer’s character, general reputation, per-
sonal characteristics or mode of living and
obtained by personal interviews with the
consumer’s neighbors, friends, associates or
others.

3. Types of Sources Interviewed

A report consisting of information from
any third party concerning the subject’s
character (reputation, etc.) may be an inves-
tigative consumer report because the phrase
‘‘obtained through personal inter-
views * * * with others’’ includes any source
that is a third party interviewee. A report
containing interview information obtained
solely from the subject is not an “‘investiga-
tive consumer report.”

4. Telephone Interviews

A consumer report that contains informa-
tion on a consumer’s ‘‘character, general
reputation, personal characteristics or mode
of living” obtained through telephone inter-
views with third parties is an ‘“‘investigative
consumer report,” because ‘‘personal inter-
views” includes interviews conducted by
telephone as well as in person.

5. Identity of Interviewer

A consumer report is an ‘“‘investigative
consumer report’ if personal interviews are
used to obtain information reported on a
consumer’s ‘‘character, general reputation,
personal characteristics or mode of living,”’
regardless of who conducted the interview.

6. Noninvestigative Information in
“Investigative Consumer Reports”

An ‘“‘investigative consumer report” may
also contain noninvestigative information,
because the definition includes reports, a
“portion”’ of which are investigative reports.

7. Exclusions From ‘““Investigative Consumer
Reports’’

A report that consists solely of informa-
tion gathered from observation by one who
drives by the consumer’s residence is not an
“‘investigative consumer report,” because it
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interviews.”

Section 603(f) defines ‘‘consumer reporting
agency’’ as ‘“‘any person which, for monetary
fees, dues, or on a cooperative nonprofit
basis, regularly engages in whole or in part
in the practice of assembling or evaluating
consumer credit information or other infor-
mation on consumers for the purpose of fur-
nishing consumer reports to third parties,
and which uses any means or facility of
interstate commerce for the purpose of pre-
paring or furnishing consumer reports.”’

“‘personal

1. Relation to Other Sections

A. Duties imposed on ‘‘consumer reporting
agencies.” The Act imposes a number of du-
ties on ‘‘consumer reporting agencies.”” They
must have permissible purposes to furnish
consumer reports (section 604), avoid fur-
nishing obsolete adverse information in cer-
tain consumer reports (sections 605, 607(a)),
adopt reasonable procedures to assure pri-
vacy (section 604, 607(a)), and accuracy (sec-
tion 607(b)) of consumer reports, provide only
limited disclosures to governmental agencies
(section 608), provide consumers certain dis-
closures upon request (sections 609 and 610)
at no cost or for a reasonable charge (section
612), follow certain procedures if a consumer
disputes the completeness or accuracy of any
item of information contained in his file
(section 611), and follow certain procedures
in reporting public record information for
employment purposes or when reporting ad-
verse information other than public record
information in investigative consumer re-
ports (sections 613, 614).

B. Relation to ‘““‘consumer reports.”” The term
consumer reporting agency, as defined in sec-
tion 603(f), includes certain persons who as-
semble or evaluate information on individ-
uals for the purpose of furnishing ‘““‘consumer
reports’ to third parties. Conversely, section
603(d) defines the term consumer report to
mean the communication of certain informa-
tion by a ‘‘consumer reporting agency.” In
other words, the terms ‘‘consumer report’ in
section 603(d) and ‘“‘consumer reporting agen-
cy’”’ as defined in section 603(f) are defined in
a mutually dependent manner and must
therefore be construed together. For exam-
ple, a party is not a ‘‘consumer reporting
agency”’ if it provides only information that
is excepted from the definition of ‘““‘consumer
report’”’ under section 603(d), such as reports
limited to the party’s own transactions or
experiences with a consumer, or credit infor-
mation on organizations.

2. Isolated Reports

Parties that do not ‘“‘regularly’’ engage in
assembling or evaluating information for the
purpose of furnishing consumer reports to
third parties are not consumer reporting
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agencies. For example, a creditor that fur-
nished information on a consumer to a gov-
ernmental entity in connection with one of
its investigations, would not “‘regularly”’ be
making such disclosure for a fee or on a co-
operative nonprofit basis, and therefore
would not become a consumer reporting
agency, even if the information exceeded the
creditor’s transactions or experiences with
the consumer.

3. Provision of Credit Report to Report
Subject

A consumer report user does not become a
consumer reporting agency by regularly giv-
ing a copy of the report, or otherwise dis-
closing it, to the consumer who is the sub-
ject of the report, because it is not disclosing
the information to a ‘“‘third party.”

4. Employment Agency

An employment agency that routinely ob-
tains information on job applicants from
their former employers and furnishes the in-
formation to prospective employers is a con-
sumer reporting agency.

5. Information Compiled for Insurance
Underwriting

A business that compiles claim payment
histories on individuals from insurers and
furnishes them to insurance companies for
use in underwriting decisions concerning
those individuals is a consumer reporting
agency.

6. Private Investigators and Detective
Agencies

Private investigators and detective agen-
cies that regularly obtain consumer reports
and furnish them to clients may thereby be-
come consumer reporting agencies.

7. Collection Agencies and Creditors

Collection agencies and creditors become
consumer reporting agencies if they regu-
larly furnish information beyond their trans-
actions or experiences with consumers to
third parties for use in connection with con-
sumers’ transactions.

8. Joint Users of Consumer Reports

Entities that share consumer reports with
others that are jointly involved in decisions
for which there are permissible purposes to
obtain the reports may be “joint users”
rather than consumer reporting agencies.
For example, if a lender forwards consumer
reports to governmental agencies admin-
istering loan guarantee programs (or to
other prospective loan insurers or guaran-
tors), or to other parties whose approval is
needed before it grants credit, or to another
creditor for use in considering a consumer’s
loan application at the consumer’s request,
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the lender does not become a consumer re-
porting agency by virtue of such action. An
agent or employee that obtains consumer re-
ports does not become a consumer reporting
agency by sharing such reports with its prin-
cipal or employer in connection with the
purposes for which the reports were initially
obtained.

9. Loan Exchanges

Loan exchanges, which are generally
owned and operated on a cooperative basis
by consumer finance companies, constitute a
mechanism whereby each member furnishes
the exchange information concerning the
full identity and loan amount of each of its
borrowers, and receives information from the
exchange concerning the number and types
of outstanding loans for each of its appli-
cants. A loan exchange or any other ex-
change that regularly collects information
bearing on decisions to grant consumers
credit or insurance for personal, family or
household purposes, or employment, is a
‘‘consumer reporting agency.”’

10. State Departments of Motor Vehicles

State motor vehicle departments are ‘‘con-
sumer reporting agencies’’ if they regularly
furnish motor vehicle reports containing in-
formation bearing on the consumer’s “‘per-
sonal characteristics,”” such as arrest infor-
mation, to insurance companies for insur-
ance underwriting purposes. (See discussion
of motor vehicle reports under section 603(d),
item 4c supra.)

11. Federal Agencies

The Office of Personnel Management col-
lects and files data concerning current and
potential employees of the Federal Govern-
ment and transmits that information to
other government agencies for employment
purposes. Because Congress did not intend
that the FCRA apply to the Office of Per-
sonnel Management and similar federal
agencies (see 116 Cong. Rec. 36576 (1970) (re-
marks of Rep. Brown)), no such agency is a
‘‘consumer reporting agency.”’

12. Credit Application Information

A creditor that provides information from
a consumer’s application to a credit bureau,
for verification as part of the creditor’s eval-
uation process that includes obtaining a re-
port on the consumer from that credit bu-
reau, does not thereby become a ‘‘consumer
reporting agency,”” because the creditor does
not provide the information for ‘“‘fees, dues,
or on a cooperative nonprofit basis,” but
rather pays the bureau to verify the informa-
tion when it provides a consumer report on
the applicant.

Section 603(g) defines file, when used in
connection with information on any con-
sumer, to mean ‘“‘all of the information on
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that consumer recorded and retained by a
consumer reporting agency regardless of how
the information is stored.”

1. Relation to Other Sections

Consumer reporting agencies are required
to make disclosures of all information in
their ““files”” to consumers upon request (sec-
tion 609) and to follow reinvestigation proce-
dures if the consumer disputes the complete-
ness or accuracy of any item of information
contained in his “file’’ (section 611).

2. General

The term file denotes all information on
the consumer that is recorded and retained
by a consumer reporting agency that might
be furnished, or has been furnished, in a con-
sumer report on that consumer.

3. Audit Trail

The term “*file”” does not include an “‘audit
trail”’ (a list of changes made by a consumer
reporting agency to a consumer’s credit his-
tory record, maintained to detect fraudulent
changes to that record), because such infor-
mation is not furnished in consumer reports
or used as a basis for preparing them.

4. Other Information

The term ““file’” does not include informa-
tion in billing records or in the consumer re-
lations folder that a consumer reporting
agency opens on a consumer who obtains dis-
closures or files a dispute, if the information
has not been used in a consumer report and
would not be used in preparing one.

Section 603(h) defines employment purposes
to mean ‘“‘a report used for the purpose of
evaluating a consumer for employment, pro-
motion, reassignment or retention as an em-
ployee.”

1. Relation to Other Sections

The term employment purposes is used as
part of the definition of ‘“‘consumer reports”
(section 603(d)(2)) and as a permissible pur-
pose for the furnishing of consumer reports
(section 604(3)(B)). Where an investigative
consumer report is to be used for “‘employ-
ment purposes’” for which a consumer has
not specifically applied, section 606(a)(2) pro-
vides that the notice otherwise required by
section 606(a)(1) need not be sent. When a
consumer reporting agency furnishes public
record information in reports ‘““for employ-
ment purposes,” it must follow the proce-
dure set out in section 613.

2. Security Clearances

A report in connection with security clear-
ances of a government contractor’s employ-
ees would be for ‘“‘employment purposes’”
under this section.
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Section 603(i) defines medical information to
mean ‘‘information or records obtained, with
the consent of the individual to whom it re-
lates, from licensed physicians or medical
practitioners, hospitals, clinics, or other
medical or medically related facilities.”

1. Relation to Other Sections

Under section 609(a)(1), a consumer report-
ing agency must, upon the consumer’s re-
quest and proper identification, disclose the
nature and substance of all information in
its files on the consumer, except ‘“‘medical
information.”

2. Information From Non-medical Sources

Information from non-medical sources
such as employers, is not ‘““medical informa-
tion.”

Section 604—Permissible Purposes of Reports

““A consumer reporting agency may furnish a
consumer report under the following cir-
cumstances and no other: * * **

1. Relation to Section 603

Sections 603(d)(3) and 604 must be con-
strued together to determine what are ‘“‘per-
missible purposes,” because section 603(d)(3)
refers to ‘“‘purposes authorized under section
604 (often described as ‘‘permissible pur-
poses’ of consumer reports), and some pur-
poses are enumerated in section 603 (e.g., sec-
tions 603(d)(1) and 603(d)(2)). Subsections of
sections 603 and 604 that specifically set
forth “‘permissible purposes’” relating to
credit, insurance and employment, are the
only subsections that cover ‘‘permissible
purposes’’ relating to those three areas. Sec-
tion 604(3)(E), a general subsection, is lim-
ited to purposes not otherwise addressed in
section 604(3) (A)—(D).

A. Credit. Sections 603(d)(1)—which defines
‘“‘consumer report’ to include certain reports
for the purpose of serving as a factor in es-
tablishing the consumer’s eligibility for
credit or insurance primarily for personal,
family, or household purposes—and 604(3)(A)
must be read together as fully describing
permissible purposes involving credit for ob-
taining consumer reports. Accordingly, sec-
tion 604(3)(A) permits the furnishing of a
consumer report for use in connection with a
credit transaction involving the consumer,
primarily for personal, family or household
purposes, and involving the extension of
credit to, or review or collection of an ac-
count of, the consumer.

B. Insurance. Sections 603(d)(1) and 604(3)(C)
must be read together as describing the only
permissible insurance purposes for obtaining
consumer reports. Accordingly, section
604(3)(C) permits the furnishing of a con-
sumer report, provided it is for use in con-
nection with the underwriting of insurance
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involving the consumer, primarily for per-
sonal, family, or household purposes.

C. Employment. Employment is covered ex-
clusively by sections 603(d)(2) and 604(3)(B),
and by section 603(h) (which defines ‘“‘em-
ployment purposes’). Therefore, ‘“‘permis-
sible purposes” relating to employment in-
clude reports used for evaluating a consumer
“for employment, promotion, reassignment
or retention as an employee.”

D. Other purposes. ““Other purposes’ are re-
ferred to in section 603(d)(3) and covered by
section 604(3)(E), as well as sections 604(1),
604(2) and 604(3)(D) (which contain specific
purposes not involving credit, insurance, em-
ployment). Permissible purposes relating to
section 604(3)(E) are limited to transactions
that consumers enter into primarily for per-
sonal, family or household purposes (exclud-
ing credit, insurance or employment, which
are specifically covered by other subsections
discussed above). The FCRA does not cover
reports furnished for transactions that con-
sumers enter into primarily in connection
with businesses they operate (e.g., a con-
sumer’s rental of equipment for use in his re-
tail store).

2. Relation to Other Sections

A. Section 607(a). Section 607(a) requires
consumer reporting agencies to keep infor-
mation confidential by furnishing consumer
reports only for purposes listed under section
604, and to follow specified, reasonable proce-
dures to achieve this end. Section 619 pro-
vides criminal sanctions against any person
who knowingly and willfully obtains infor-
mation on a consumer from a consumer re-
porting agency under false pretenses.

B. Section 608. Section 608 allows ‘‘con-
sumer reporting agencies’ to furnish govern-
mental agencies specified identifying infor-
mation concerning consumers, notwith-
standing the limitations of section 604.

Section 604(1)—A consumer reporting agen-
cy may furnish a consumer report “‘in re-
sponse to the order of a court having juris-
diction to issue such an order.”

1. Subpoena

A subpoena, including a grand jury sub-
poena, is not an ‘“‘order of a court” unless
signed by a judge.

2. Internal Revenue Service Summons

An I.R.S. summons is an exception to the
requirement that an order be signed by a
judge before it constitutes an ‘“‘order of a
court” under this section, because a 1976 re-
vision to Federal statutes (26 U.S.C. 7609)
specifically requires a consumer reporting
agency to furnish a consumer report in re-
sponse to an I.R.S. summons upon receipt of
the designated I.R.S. certificate that the
consumer has not filed a timely motion to
quash the summons.
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Section 604(2)—A consumer reporting agen-
cy may furnish a consumer report “in ac-
cordance with the written instructions of the
consumer to whom it relates.”

1. No Other Permissible Purpose Needed

If the report subject furnishes written au-
thorization for a report, that creates a per-
missible purpose for furnishing the report.

2. Refusal to Furnish Report

The consumer reporting agency may refuse
to furnish the report because the statute is
permissive, not mandatory. (Requirements
that consumer reporting agencies make dis-
closure to consumers (as contrasted with fur-
nishing reports to users) are discussed under
sections 609 and 610, infra.)

Section 604(3)(A)—A consumer reporting
agency may issue a consumer report to ‘“‘a
person which it has reason to believe * * *
intends to use the information in connection
with a credit transaction involving the con-
sumer on whom the information is to be fur-
nished and involving the extension of credit
to, or review or collection of an account of,
the consumer;”

1. Reports Sought in Connection with the
““Review or Collection of an Account”

A. Reports for collection. A collection agen-
cy has a permissible purpose under this sec-
tion to receive a consumer report on a con-
sumer for use in attempting to collect that
consumer’s debt, regardless of whether that
debt is assigned or referred for collection.
Similarly, a detective agency or private in-
vestigator, attempting to collect a debt owed
by a consumer, would have a permissible
purpose to obtain a consumer report on that
individual for use in collecting that debt. An
attorney may obtain a consumer report
under this section on a consumer for use in
connection with a decision whether to sue
that individual to collect a credit account.

B. Unsolicited reports. A consumer reporting
agency may not send an unsolicited con-
sumer report to the recipient of a previous
report on the same consumer, because the re-
cipient will not necessarily have a permis-
sible purpose to receive the unsolicited re-
port.2 For example, the recipient may have
rejected the consumer’s application or
ceased to do business with the consumer.
(See also discussion in section 607, item 2G,
infra.)

20f course a consumer reporting agency
must furnish notifications required by sec-
tion 611(d), upon the consumer’s requests, to
prior recipients of reports containing dis-
puted information that is deleted or that is
the subject of a dispute statement under sec-
tion 611(b).
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2. Judgment Creditors

A judgment creditor has a permissible pur-
pose to receive a consumer report on the
judgment debtor for use in connection with
collection of the judgment debt, because it is
in the same position as any creditor at-
tempting to collect a debt from a consumer
who is the subject of a consumer report.

3. Child Support Debts

A district attorney’s office or other child
support agency may obtain a consumer re-
port in connection with enforcement of the
report subject’s child support obligation, es-
tablished by court (or quasi-judicial adminis-
trative) orders, since the agency is acting as
or on behalf of the judgment creditor, and is,
in effect, collecting a debt. However, a con-
sumer reporting agency may not furnish con-
sumer reports to child support agencies seek-
ing to establish paternity or the duty to pay
child support.

4. Tax Obligations

A tax collection agency has no general per-
missible purpose to obtain a consumer report
to collect delinquent tax accounts, because
this subsection applies only to collection of
“credit’” accounts. However, if a tax collec-
tion agency acquired a tax lien having the
same effect as a judgment or obtained a
judgment, it would be a judgment creditor
and would have a permissible purpose for ob-
taining a consumer report on the consumer
who owed the tax. Similarly, if a consumer
taxpayer entered an agreement with a tax
collection agency to pay taxes according to
some timetable, that agreement would cre-
ate a debtor-creditor relationship, thereby
giving the agency a permissible purpose to
obtain a consumer report on that consumer.

5. Information on an Applicant’s Spouse

A. Permissible purpose. A creditor may re-
quest any information concerning an appli-
cant’s spouse if that spouse will be permitted
to use the account or will be contractually
liable upon the account, or the applicant is
relying on the spouse’s income as a basis for
repayment of the credit requested. A cred-
itor may request any information concerning
an applicant’s spouse if (1) the state law doc-
trine of necessaries applies to the trans-
action, or (2) the applicant resides in a com-
munity property state, or (3) the property
upon which the applicant is relying as a
basis for repayment of the credit requested is
located in such a state, or (4) the applicant
is acting as the agent of the nonapplicant
spouse.

B. Lack of permissible purpose. If the cred-
itor receives information clearly indicating
that the applicant is not acting as the agent
of the nonapplicant spouse, and that the ap-
plicant is relying only on separate property
to repay the credit extended, and that the
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state law doctrine of necessaries does not
apply to the transaction and that the appli-
cant does not reside in a community prop-
erty state, the creditor does not have a per-
missible purpose for obtaining a report on a
nonapplicant spouse. A permissible purpose
for making a consumer report on a non-
applicant spouse can never exist under the
FCRA, where Regulation B, issued under the
Equal Credit Opportunity Act (12 CFR 202),
prohibits the creditor from requesting infor-
mation on such spouse. There is no permis-
sible purpose to obtain a consumer report on
a nonapplicant former spouse or on a non-
applicant spouse who has legally separated
or otherwise indicated an intent to legally
disassociate with the marriage. (This does
not preclude reporting a prior joint credit
account of former spouses for which the
spouse that is the subject of the report is
still contractually liable. See discussion in
section 607, item 3-D infra.)

6. Prescreening

Prescreening means the process whereby a
consumer reporting agency compiles or edits
a list of consumers who meet specific cri-
teria and provides this list to the client or a
third party (such as a mailing service) on be-
half of the client for use in soliciting these
consumers for the client’s products or serv-
ices. The process may also include demo-
graphic or other analysis of the consumers
on the list (e.g., use of census tract data re-
flecting real estate values) by the consumer
reporting agency or by a third party em-
ployed for that purpose (by either the agency
or its client) before the list is provided to the
consumer reporting agency’s client. In such
situations, the client’s creditworthiness cri-
teria may be provided only to the consumer
reporting agency and not to the third party
performing the demographic analysis. The
consumer reporting agency that performs a
‘“prescreening’’ service may furnish a client
with several different lists of consumers who
meet different sets of creditworthiness cri-
teria supplied by the client, who intends to
make different credit offers (e.g., various
credit limits) to consumers who meet the dif-
ferent criteria.

A prescreened list constitutes a series of
consumer reports, because the list conveys
the information that each consumer named
meets certain criteria for creditworthiness.
Prescreening is permissible under the FCRA
if the client agrees in advance that each con-
sumer whose name is on the list after
prescreening will receive an offer of credit.
In these circumstances, a permissible pur-
pose for the prescreening service exists under
this section, because of the client’s present
intent to grant credit to all consumers on
the final list, with the result that the infor-
mation is used ‘“‘in connection with a credit
transaction involving the consumer on whom
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the information is to be furnished and in-
volving the extension of credit to * * * the
consumer.”’

7. Seller of Property Extending Credit

A seller of property has a permissible pur-
pose under this subsection to obtain a con-
sumer report on a prospective purchaser to
whom he is planning to extend credit.

8. Uncoded Credit Guides

A consumer reporting agency may not fur-
nish an uncoded credit guide, because the re-
cipient does not have a permissible purpose
to obtain a consumer report on each con-
sumer listed. (As discussed under section
603(d), item 4 supra, credit guides are listings
that credit bureaus furnish to credit
grantors, rating how consumers pay their
bills. Such guides are a series of ‘“‘consumer
reports’” on the ‘“‘consumers’ listed therein,
unless coded so that the consumer’s identity
is not disclosed.)

9. Liability for Bad Checks

A party attempting to recover the amount
due on a bad check is attempting to collect
a debt and, therefore, has a permissible pur-
pose to obtain a consumer report on the con-
sumer who wrote it, and on any other con-
sumer who is liable for the amount of that
check under applicable state law.

Section 604(3)(B)—A consumer reporting
agency may issue a consumer report to “‘a
person which it has reason to believe * * *
intends to use the information for employ-
ment purposes;”’

1. Current Employees

An employer may obtain a consumer re-
port on a current employee in connection
with an investigation of the disappearance of
money from employment premises, because
“retention as an employee’ is included in
the definition of ‘“‘employment purposes”
(section 603(h)).

2. Consumer Reports on Applicants and Non-
applicants

An employer may obtain a consumer re-
port for use in evaluating the subject’s appli-
cation for employment but may not obtain a
consumer report to evaluate the application
of a consumer who is not the subject of the
report.

3. Grand Jurors

The fact that grand jurors are usually paid
a stipend for their service does not provide a
district attorney’s office a permissible pur-
pose for obtaining consumer reports on
them, because such service is a duty, not
“employment.”

Section 604(3)(C)—A consumer reporting
agency may issue a consumer report to “‘a
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person which it has reason to believe * * *
intends to use the information in connection
with the underwriting of insurance involving
the consumer;”

1. Underwriting

An insurer may obtain a consumer report
to decide whether or not to issue a policy to
the consumer, the amount and terms of cov-
erage, the duration of the policy, the rates or
fees charged, or whether or not to renew or
cancel a policy, because these are all ““‘under-
writing”’ decisions.

2. Claims

An insurer may not obtain a consumer re-
port for the purpose of evaluating a claim (to
ascertain its validity or otherwise determine
what action should be taken), because per-
missible purposes relating to insurance are
limited by this section to ‘‘underwriting’
purposes.

Section 604(3)(D)—A consumer reporting
agency may issue a consumer report to “‘a
person which it has reason to believe * * *
intends to use the information in connection
with a determination of the consumer’s eligi-
bility for a license or other benefit granted
by a governmental instrumentality required
by law to consider an applicant’s financial
responsibility or status * * *”’

1. Appropriate recipient

Any party charged by law (including a rule
or regulation having the force of law) with
responsibility for assessing the consumer’s
eligibility for the benefit (not only the agen-
cy directly responsible for administering the
benefit) has a permissible purpose to receive
a consumer report. For example, a district
attorney’s office or social services bureau,
required by law to consider a consumer’s fi-
nancial status in determining whether that
consumer qualifies for welfare benefits, has a
permissible purpose to obtain a report on the
consumer for that purpose. Similarly, con-
sumer reporting agencies may furnish con-
sumer reports to townships on consumers
whose financial status the townships are re-
quired by law to consider in determining the
consumers’ eligibility for assistance, or to
professional boards (e.g., bar examiners) re-
quired by law to consider such information
on applicants for admission to practice.

2. Inappropriate Recipient

Parties not charged with the responsibility
of determining a consumer’s eligibility for a
license or other benefit, for example, a party
competing for an FCC radio station con-
struction permit, would not have a permis-
sible purpose to obtain a consumer report on
that consumer.
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3. Initial or Continuing Benefit

The permissible purpose includes the de-
termination of a consumer’s continuing eli-
gibility for a benefit, as well as the evalua-
tion of a consumer’s initial application for a
benefit. If the governmental body has reason
to believe a particular consumer’s eligibility
is in doubt, or wishes to conduct random
checks to confirm eligibility, it has a per-
missible purpose to receive a consumer re-
port.

Section 604(3)(E)—A consumer reporting
agency may issue a consumer report to “‘a
person which it has reason to believe * * *
otherwise has a legitimate business need for
the information in connection with a busi-
ness transaction involving the consumer.”

1. Relation to Other Subsections of Section
604(3)

The issue of whether credit, employment,
or insurance provides a permissible purpose
is determined exclusively by reference to
subsection (A), (B), or (C), respectively.

2. Commercial Transactions

The term business transaction in this sec-
tion means a business transaction with a
consumer primarily for personal, family, or
household purposes. Business transactions
that involve purely commercial purposes are
not covered by the FCRA.

3. “Legitimate Business Need”

Under this subsection, a party has a per-
missible purpose to obtain a consumer report
on a consumer for use in connection with
some action the consumer takes from which
he or she might expect to receive a benefit
that is not more specifically covered by sub-
sections (A), (B), or (C). For example, a con-
sumer report may be obtained on a consumer
who applies to rent an apartment, offers to
pay for goods with a check, applies for a
checking account or similar service, seeks to
be included in a computer dating service, or
who has sought and received over-payments
of government benefits that he has refused
to return.

4. Litigation

The possibility that a party may be in-
volved in litigation involving a consumer
does not provide a permissible purpose for
that party to receive a consumer report on
such consumer under this subsection, be-
cause litigation is not a ‘‘business trans-
action’ involving the consumer. Therefore,
potential plaintiffs may not always obtain
reports on potential defendants to determine
whether they are worth suing. The trans-
action that gives rise to the litigation may
or may not provide a permissible purpose. A
party seeking to sue on a credit account
would have a permissible purpose under sec-
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tion 604(3)(A). (That section also permits
judgment creditors and lien creditors to ob-
tain consumer reports on judgment debtors
or individuals whose property is subject to
the lien creditor’s lien.) If that transaction
is a business transaction involving the con-
sumer, there is a permissible purpose. If the
litigation arises from a tort, there is no per-
missible purpose. Similarly, a consumer re-
port may not be obtained solely for use in
discrediting a witness at trial or for locating
a witness. This section does not permit con-
sumer reporting agencies to furnish con-
sumer reports for the purpose of locating a
person suspected of committing a crime. (As
stated in the discussion of section 608 infra
(item 2), section 608 permits the furnishing of
specified, limited identifying information to
governmental agencies, notwithstanding the
provisions of section 604.)

5. Impermissible Purposes

A consumer reporting agency may not fur-
nish a consumer report to satisfy a request-
er’s curiosity, or for use by a news reporter
in preparing a newspaper or magazine arti-
cle.

6. Agents

A. General. An agent3 of a party with a
“‘permissible purpose’” may obtain a con-
sumer report on behalf of his principal,
where he is involved in the decision that
gives rise to the permissible purpose. Such
involvement may include the agent’s making
a decision (or taking action) for the prin-
cipal, or assisting the principal in making
the decision (e.g., by evaluating informa-
tion). In these circumstances, the agent is
acting on behalf of the principal. In some
cases, the agent and principal are referred to
as ‘“‘joint users.” See discussion in section
603(f), supra (item 8).

B. Real estate agent. A real estate agent
may obtain a consumer report on behalf of a
seller, to evaluate the eligibility as a pro-
spective purchaser of a subject who has ex-
pressed an interest in purchasing property
from the seller.

C. Private detective agency. A private detec-
tive agency may obtain a consumer report as
agent for its client while investigating a re-
port subject that is a client’s prospective
employee, or in connection with advising a
client concerning a business transaction
with the report subject or in attempting to
collect a debt owed its client by the subject
of the report. In these circumstances, the de-
tective agency is acting on behalf of its cli-
ent.

D. Rental clearance agency. A rental clear-
ance agency that obtains consumer reports
to assist owners of residential properties in

30f course agents and principals are bound
by the Act.
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screening consumers as tenants, has a per-
missible purpose to obtain the reports, if it
uses them in applying the landlord’s criteria
to approve or disapprove the subjects as ten-
ant applicants. Similarly, an apartment
manager investigating applicants for apart-
ment rentals by a landlord may obtain con-
sumer reports on these applicants.

E. Attorney. An attorney collecting a debt
for a creditor client, including a party suing
on a debt or collecting on behalf of a judg-
ment creditor or lien creditor, has a permis-
sible purpose to obtain a consumer report on
the debtor to the same extent as the client.

Section 604—General

1. Furnishing of Consumer Reports to Other
Consumer Reporting Agencies

A consumer reporting agency may furnish
a consumer report to another consumer re-
porting agency for it to furnish pursuant to
a subscriber’s request. In these cir-
cumstances, one consumer reporting agency
is acting on behalf of another.

2. Consumer’s Permission not Needed

When permissible purposes exist, parties
may obtain, and consumer reporting agen-
cies may furnish, consumer reports without
the consumers’ permission or over their ob-
jection. Similarly, parties may furnish infor-
mation concerning their transactions with
consumers to consumer reporting agencies
and others, and consumer reporting agencies
may gather information, without consumers’
permission.

3. User’s Disclosure of Report to Subject
Consumer

The FCRA does not prohibit a consumer
report user from giving a copy of the report,
or othervise disclosing it, to the consumer
who is the subject of the report.

Section 605—Obsolete Information

‘“(a) Except as authorized under subsection
(b), no consumer reporting agency may make
any consumer report containing any of the fol-
lowing items of information * * *:

(b) The provisions of subsection (a) are not
applicable in the case of any consumer credit re-
port to be used in connection with—

(1) a credit transaction involving, or which
may reasonably be expected to involve, a prin-
cipal amount of $50,000 or more;

(2) the underwriting of life insurance involv-
ing, or which may reasonably be expected to in-
volve, a face amount of $50,000 or more; or

(3) the employment of any individual at an
annual salary which eguals, or which may rea-
sonably be expected to egual $20,000, or more.”

1. General

Section 605(a) provides that most adverse
information more than seven years old may
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not be reported, except in certain cir-
cumstances set out in section 605(b). With re-
spect to delinquent accounts, accounts
placed for collection, and accounts charged
to profit and loss, there are many dates that
could be deemed to commence seven year re-
porting periods. The discussion in sub-
sections (a)(2), (a)(4), and (a)(6) is intended to
set forth a clear, workable rule that effec-
tuates Congressional intent.

2. Favorable Information

The Act imposes no time restriction on re-
porting of information that is not adverse.

3. Retention of Information in Files

Consumer reporting agencies may retain
obsolete adverse information and furnish it
in reports for purposes that are exempt
under subsection (b) (e.g., credit for a prin-
cipal amount of $50,000 or more).

4. Use of Shorter Periods

The section does not require consumer re-
porting agencies to report adverse informa-
tion for the time periods set forth, but only
prohibits them from reporting adverse items
beyond those time periods.

5. Inapplicability to Users

The section does not limit creditors or oth-
ers from using adverse information that
would be ‘‘obsolete’ under its terms, because
it applies only to reporting by consumer re-
porting agencies. Similarly, this section does
not bar a creditor’s reporting such adverse
obsolete information concerning its trans-
actions or experiences with a consumer, be-
cause the report would not constitute a con-
sumer report.

6. Indicating the Existence of Nonspecified,
Obsolete Information

A consumer reporting agency may not fur-
nish a consumer report indicating the exist-
ence of obsolete adverse information, even if
no specific item is reported. For example, a
consumer reporting agency may not commu-
nicate the existence of a debt older than
seven years by reporting that a credit grant-
or cannot locate a debtor whose debt was
charged off ten years ago.

7. Operative Dates

The times or dates set forth in this sec-
tion, which relate to the occurrence of
events involving adverse information, deter-
mine whether the item is obsolete. The date
that the consumer reporting agency acquired
the adverse information is irrelevant to how
long that information may be reported.

Section 605(a)(1)—‘‘Cases under title 11 of
the United States Code or under the Bank-
ruptcy Act that, from the date of entry of
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the order for relief or the date of adjudica-
tion, as the case may be, antedate the report
by more than 10 years.”

1. Relation to Other Subsections

The reporting of suits and judgments is
governed by subsection (a)(2), the reporting
of accounts placed for collection or charged
to profit and loss is governed by subsection
(a)(4), and the reporting of other delinquent
accounts is governed by subsection (a)(6).
Any such item, even if discharged in bank-
ruptcy, may be reported separately for the
applicable seven year period, while the exist-
ence of the bankruptcy filing may be re-
ported for ten years.

2. Wage Earner Plans

Wage earner plans may be reported for ten
years, because they are covered by Title 11 of
the United States Code.

3. Date for Filing

A voluntary bankruptcy petition may be
reported for ten years from the date that it
is filed, because the filing of the petition
constitutes the entry of an “‘order for relief”’
under this subsection, just like a filing under
the Bankruptcy Act (11 U.S.C. 301).

Section 605(a)(2)—‘‘Suits and judgments
which, from date of entry, antedate the re-
port by more than seven years or until the
governing statute of limitations has expired,
whichever is the longer period.”

1. Operative Date

For a suit, the term date of entry means the
date the suit was initiated. A protracted suit
may be reported for more than seven years
from the date it was entered, if the gov-
erning statute of limitations has not expired.
For a judgment, the term ‘‘date of entry”
means the date the judgment was rendered.

2. Paid Judgments

Paid judgments cannot be reported for
more than seven years after the judgment
was entered, because payment of the judg-
ment eliminates any ‘‘governing statute of
limitations” under this subsection that
might otherwise lengthen the period.

Section 605(a)(3)—‘‘Paid tax liens which,
from date of payment, antedate the report
by more than seven years.”’

1. Unpaid Liens

If a tax lien (or other lien) remains
unsatisfied, it may be reported as long as it
remains filed against the consumer, without
limitation, because this subsection addresses
only paid tax liens.

Section 605(a)(4)—‘‘Accounts placed for col-
lection or charged to profit and loss which
antedate the report by more than seven
years.”
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1. Placement for Collection

The term placed for collection means inter-
nal collection activity by the creditor, as
well as placement with an outside collector,
whichever occurs first. Sending of the initial
past due notices does not constitute place-
ment for collection. Placement for collection
occurs when dunning notices or other collec-
tion efforts are initiated. The reporting pe-
riod is not extended by assignment to an-
other entity for further collection, or by a
partial or full payment of the account. How-
ever, where a borrower brings his delinquent
account to date and returns to his regular
payment schedule, and later defaults again,
a consumer reporting agency may disregard
any collection activity with respect to the
first delinquency and measure the reporting
period from the date the account was placed
for collection as a result of the borrower’s
ultimate default. A consumer’s repayment
agreement with a collection agency can be
treated as a new account that has its own
seven year period.

2. Charge to Profit and Loss

The term charged to profit and loss means
action taken by the creditor to write off the
account, and the applicable time period is
measured from that event. If an account that
was charged off is later paid in part or paid
in full by the consumer, the reporting period
of seven years from the charge-off is not ex-
tended by this subsequent payment.

3. Reporting of a Delinquent Account That is
Later Placed for Collection or Charged to
Profit and Loss

The fact that an account has been placed
for collection or charged to profit and loss
may be reported for seven years from the
date that either of those events occurs, re-
gardless of the date the account became de-
linquent. The fact of delinquency may also
be reported for seven years from the date the
account became delinquent.

Section 605(a)(5)—‘‘Records of arrest, in-
dictment, or conviction of crime which, from
date of disposition, release, or parole, ante-
date the report by more than seven years.”

1. Records

The term records means any information a
consumer reporting agency has in its files re-
lating to arrest, indictment or conviction of
a crime.

2. Computation of Time Period

The seven year reporting period runs from
the date of disposition, release or parole, as
applicable. For example, if charges are dis-
missed at or before trial, or the consumer is
acquitted, the date of such dismissal or ac-
quittal is the date of disposition. If the con-
sumer is convicted of a crime and sentenced
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to confinement, the date of release or place-
ment on parole controls. (Confinement,
whether continuing or resulting from revoca-
tion of parole, may be reported until seven
years after the confinement is terminated.)
The sentencing date controls for a convicted
consumer whose sentence does not include
confinement. The fact that information con-
cerning the arrest, indictment, or conviction
of crime is obtained by the reporting agency
at a later date from a more recent source
(such as a newspaper or interview) does not
serve to extend this reporting period.

Section 605(a)(6)—‘‘Any other adverse item
of information which antedates the report by
more than seven years.”

1. Relation to Other Subsections

This section applies to all adverse informa-
tion that is not covered by section 605(a) (1)-
(5). For example, a delinquent account that
has neither been placed for collection, nor
charged to profit and loss, may be reported
for seven years from the date of the last reg-
ularly scheduled payment. (Accounts placed
for collection or charged to profit and loss
may be reported for the time periods stated
in section 605(a)(4).)

2. Non Tax Liens

Liens (other than paid tax liens) may be
reported as long as they remain filed against
the consumer or the consumer’s property,
and remain effective (under any applicable
statute of limitations). (See discussion under
section 605(a)(3), supra.)

Section 606—Disclosure of Investigative
Consumer Reports

‘“(a) A person may not procure or cause to be
prepared an investigative consumer report on
any consumer unless—

(1) it is clearly and accurately disclosed to
the consumer that an investigative con-
sumer report including information as to his
character, general reputation, personal char-
acteristics, and mode of living, whichever
are applicable, may be made, and such dis-
closure (A) is made in a writing mailed, or
otherwise delivered, to the consumer, not
later than three days after the date on which
the report was first requested, and (B) in-
cludes a statement informing the consumer
of his right to request the additional disclo-
sures provided for under subsection (b) of
this section; or

(2) the report is to be used for employment
purposes for which the consumer has not spe-
cifically applied.

(b) Any person who procures or causes to
be prepared an investigative consumer report
on any consumer shall, upon written request
made by the consumer within a reasonable
period of time after receipt by him of the
disclosure required by subsection (a)(1),
make a complete and accurate disclosure of
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the nature and scope of the investigation re-
quested. This disclosure shall be made in a
writing mailed, or otherwise delivered, to
the consumer not later than five days after
the date on which the request for such dis-
closure was received from the consumer or
such report was first requested, whichever is
the later.

(c) No person may be held liable for any
violation of subsection (a) or (b) of this sec-
tion if he shows by a preponderance of the
evidence that at the time of the violation he
maintained reasonable procedures to assure
compliance with subsection (a) or (b).”

1. Relation to Other Sections

The term investigative consumer report is de-
fined at section 603(e) to mean a consumer
report, all or a portion of which contains in-
formation obtained through personal inter-
views (in person or by telephone) with per-
sons other than the subject, which informa-
tion relates to the subject’s character, gen-
eral reputation, personal characteristics or
mode of living.

2. Inapplicability to Consumer Reporting
Agencies

The section applies only to report users,
not consumer reporting agencies. The FCRA
does not require consumer reporting agen-
cies to inform consumers that information
will be gathered or that reports will be fur-
nished concerning them.

3. Inapplicability to Noninvestigative
Consumer Reports

The section does not apply to noninves-
tigative reports.

4. Exemptions

An employer who orders investigative con-
sumer reports on a current employee who
has not applied for a job change need not no-
tify the employee, because the term ‘“‘em-
ployment purposes” is defined to include
‘“‘promotion, reassignment or retention’ and
subsection (b) provides that the disclosure
requirements do not apply to ‘“‘employment
purposes for which the consumer has not spe-
cifically applied.”

5. Form and Delivery of Not